
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN INVESTIGATION OF THE PURCHASE PUBLIC ) 
SERVICE CORPORATION, D/B/A CARDINAL GROUP ) 

ALLEGED VIOLATIONS OF KRS CHAPTER 278 AND j 
8 0 7  KAR CHAPTER 5 1 

This case is eotabliohed for tho solo purpooo of conoidoring 

a Settlement Agreement ontored into botwonn Commiooion Staff and 

the Purchaoe Public Service Corporntion, d/b/a Cardinal Group 

("Cardinal"), The Settlement Agreement arisos ao a reoult of 

several informal conferences and discusoiono betwoen Cardinal and 

the Commiosion Staff rogarding violationo of Commiooion otatutes 

and regulations. As A reoult of thooe discuooions, Commisoion 

Staff and Cardinal have agreed to a penalty in tho amount of $1.00, 

payable in full to the Commonwealth of Kontucky Qenoral Fund. 

After consideretion of tho Settloment Agrooment, ito terms and the 

severity of the violations addressed therein, the Commission finds 

that the Settlement Agreement represents a roasonablo resolution of 

our informal inveotigation and ohould therefore be approved. 

IT IS THEREFORE ORDERED that: 

1. The Settlement Agreemont, attached hereto and 

incorporated herein as Appendix A, be and it hereby is adopted and 



npprovod i n  itn u n t i r n t y  ntj n c!oinpl.nt:n rrrrro1utIori oC ~ 1 . 1  i a a u e s  and 

cliargon i n  thin cnon.  

2 .  Cnrd ina l  i a  tiarnby otitiatifmd R pnnn1.I:y of! $1.00 t o  he pa id  

b y  c o r t i f i a d  chock o r  monoy nrdnr rrtndn pnynb1.n L:o t : h  Kentucky 

Stato ' r ronouror  and innilod t o  t:ho O f 1 : J . c ~  of: (Innoral Counael ,  Public 

Sorvico Coinmion ion ,  11, 0.  Uox Gl,Li, I ~ r n r i k f o r t . ,  Kentucky 4 0 G o 2 ,  

3 ,  A l l  a l l a g n d  v i o l . a t i o n a  of  Colnllliflnion u t n t u t e a  and 

rogulationo having baan rouolvad b y  t h i n  fJnL:tl.emflnt Agrnamflnt , t h i s  

caoa bo and i t  h o r u b y  i f J  elouod, 

Dono a t  F r a n k f o r t ,  Kontucky, thirr 11th rlny o f  A p r i l . ,  1995. 

imL,xc RERVICE COMMISSION 

ATTEST : 

&u 
Executive Director 



‘ AN N’I’ENDIX TO AN ORDER OF Tl lE KENTUCkT P U B L I C  S E R V I C E  
COEblISSION I N  CASE NO. 95-127 DATED A P R I L  1 1 ,  1 9 9 5 .  

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN INVESTIGATION OF THE PURCHASE PUBLIC ) 
SERVICE CORPORATION, D/B/A CARDINAL GROUP 1 

) 

) 
ALLEQED VIOLATIONS OF KRS CHAPTER 278 1 
AND 807 KAR CHAPTER 5 ) 

1 CASENO. 95-127 - 
THIS AGREEMENT is made and entered this -2 day of .{p,.,/ , 

1995, by and between STAFF OF THE PUBLIC SERVICE COMMISSION OF 

KENTUCKY (“Commission Staff“) and the PURCHASE PUBLIC SERVICE 

CORPORATION D/B/A CARDINAL GROUP (“Cardinal“). 

WITNESSETH: 

THAT, WHEREAS, the Purchase Public Service Corporation 

(“Service Corporation“) was formed as a subsidiary of the Purchase 

Area Development District in January 1989; 

WHEREAS, the Service Corporation is mandated to operate and 

maintain the neglected sewage treatment facilities in western 

Kentucky ; 

WHEREAS, the Service Corporation acquired Cardinal Utilities, 

Inc. through a civil action filed in the Franklin Civil Court on 

March 27, 1991; 

WHEREAS, at the June, 1994 informal conference, Cardinal 

informed Commission Staff of the following information; 

WHEREAS, Cardinal and Staff have agreed to the following 

factual and legal matters; and 



WHEREAS, Cardinal and Commieeion Staff wioh to rorolva tho 
issues regarding Cardinal's unauthorizad conntruction, financing, 

and transfer in a prompt and complata mannar. 

1. The Natural Rasourcos and Environmantal Protaction 

Cabinet, Division of Water (I1Divieion of Water") placed a tap-on- 

ban at Cardinal's Draffenville aawaga traatmont plant 

('IDraffenville1l) due to chronic inflow/infiltration problamo, 

frequent "KPDESt1 permit limit violatione, and tho fact that tho 

treatment plant had roached its maximum capacity. 

2 .  pursuant to an oral agreement with tho Divinion of Wator, 
Cardinal constructod a pump station and inetallod a 4 9 , 5 0 0  gallon 

per day extended aeration treatment plant at Draffanvilla to 

correct the probleme cited by the Divieion of Wator. 

3 .  Cardinal obtained a loan from the Farmarn Home 

Administration (IiFmHAfi) to financa its Draffanvillo conntruction. 

4 .  Cardinal transferred ita Fialdrnont EOtatO8 and Orean 

Acres sewage treatment plants to Reidland Watar and Sewer Dintrlct 

( "ReidlandI1 1 . 
5 .  Commiasion approval wae not obtainod for tho Draffanvillo 

construction and financing, or for tho treatment plant trannfara to 

Reidland. 

6 .  Cardinal admitted that it failed to comply with KRB 

278.020(1). However, Cardinal said that ouch failure wae not 

intentional, and requested that the Comrnialrion take under 

consideration that the conatructlon waa pureuant to a directive 

from the Division of Water. 
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7. Cardinal is a utility subject to the Commission's 

jurisdiction pursuant to KRS 278.010 and is required to obtain 

Commission approval in the form of a Certificate of Public 

Convenience and Necessity prior to the construction of any plant, 

equipment, property or facility for furnishing to the public any of 

the services enumerated in KRS 278.010. KRS 278.020(1). The 

Commission does not retroactively grant Certificates of Public 

Convenience and Necessity. 

8 .  Reidland owns, manages, and operates a sewage treatment 

facility in McCracken County, Kentucky. As required by KRS 

278.020(4), Reidland has the financial, technical, and managerial 

abilities to provide reasonable utility service. 

NOW, THEREFORE, in release of the mutual promises contained 

herein and the release and discharge of all liabilities and 

obligations arising out of Cardinal's unauthorized construction, 

financing, and transfer, the parties agree as follows: 

1. Cardinal shall comply with all provisions of KRS Chapter 

278 and all regulations promulgated pursuant thereto. 

2 .  Cardinal shall, within ten days of entry of an Order 

approving this Settlement Agreement, pay to the Kentucky State 

Treasurer through the Public Service Commission a penalty in the 

amount of $1.00, 

3 ,  Approval shall not be given to Cardinal's construction at 

Draffenville, as the Commission does not retroactively grant 

Certificates of Public Convenience and Necessity. 
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. 
4. Cardinal's transfar of the Fieldmont Eatatas and Qraan 

Acres sewage treatment plants to Reidland was in tho public 

interest and shall be approved. 

5. Cardinal's FmHA debt incurred to fund its construction io 

hereby expressly declared to be for a lawful object within the 

corporate purpose of ita utility operations. Rather than approving 

the loan retroactively, the financing shall be approved 

prospectively from the date of an Order by the Commission accepting 

this settlement. 

6 .  Upon execution of this agreement, thio case is hereby 

settled as to only the issues contained herein, with prejudica, 

notwithstanding any other provision of this agreement to tho 

contrary. 

7 .  The proposed Settlement Agreement is eubmitted for the 

purposes of this case only and io not deemed binding upon the 

signatories hereto in any other proceeding, nor is it to be offered 

or relied upon in any other proceeding involving Cardinal or any 

other utility. 

8 .  Commission Staff shall use its best efforts Fn 

recommending complete adoption of this Settlement Agreement by the 

Commission. If the Commission issues an Order adopting this 

Settlement Agreement in its entirety, Cardinal shall not file an 

application for rehearing or appeal to Franklin Circuit Court Srom 

such Order. 

9. If this Settlement Agreement io not accepted in its 

entirety, Cardinal reserves the right to withdraw from it and 
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require that hearings go forth upon all or any matters involved 

harein. In such event, this agreement shall not be deemed binding 

upon the oignatories hereto nor shnll same be admitted into 

evidence or referred to or relied upon in any manner by any 

oignatory. 

10. The signatories hereto agree that the foregoing 

Settlement Agreement is reasonable, not contrary to regulatory 

principalo or the l a w ,  ia in the beet interest of all concerned, 

and urge that the Commission adopt this agreement in its entirety. 

Purchaee Public Service Corporation 
d/b/a Cardinal Qroup 

Public Service Commission Staff 
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